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TREGO ENERGY INC. is an emerging junior oil and gas exploration and development company that has 
built a base of long life, light oil production and reserves in Southeast Saskatchewan. The Company also has 
a significant undeveloped land base with a large inventory of detailed and drillable prospects offering 


continued upside in the growth of the Company. 


The Company is listed on the Alberta Stock Exchange and trades under the symbol “TEI”. At December 31, 
1994, the Company had 6,377,238 shares issued and outstanding. 


COMPANY STRENGTHS 


* its overall land inventory comprised of drillable locations on Company generated prospects and 


speculative lands receiving exposure from industry activity; 


its inventory of detailed and drillable prospects on Company owned lands, many with seismic data; 


its inventory of light oil prospects offering maximum oil prices and potential for immediate cash flow; 


its combination of lower risk development drilling locations with high potential prospects, offering 


dramatic change to the current size of Trego; 


its potential for significant growth with little capital expenditure, since the Company now owns the 


land and seismic data and existing production base with exploration potential; 


its light oil production base, with low overhead, providing sufficient discretionary cash flow to meet 


an active capital expenditure program; 


its management, dedicated to ensuring that Trego is a successful oil and gas company offering its 


shareholders an attractive investment opportunity with growth in cash flow and earnings. 
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FINANCIAL (,000) 


Revenue, net of royalties 


(oil & gas production) 
Other Revenue 


Total Revenue, 


net of royalties 


Cash Flow from operations 


Per Share 


Net Income(loss) 
Per Share 


Net Capital Expenditures 
Long-term Debt 


Shareholders’ Equity 


Issued Shares at end of period 


1ST.Q. 
1995 

(unaudited) 
$ 183 
$ nil 
$ 183 
$ 129 
$ .02 
$ 37 
$ 01 
$ 316 
$ 280 
$ 1,882 
6,377 
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5,380 
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HIGHLIGHTS 
1ST. Q. 
1995, 1994 1993 1992 
Proven Net 
Reserves OPERATIONAL 
MM bbls BOE 
—. Production (BOE) 
- (93% of production is oil) 9,503 17,550 15,689 nil 
i; BOE/d 140 48 43 nil 
om | 
a ' Price ($/BOE) $ 24.10 $ 20:97 S$ 17.96 nil 
a Proven Reserves 
Oil (MSTB) 280 289 137 98 
3) 3 9. 
: Gas (MMCE) 318 320 300 178 
WF Proven Gas 
(BOE) 
PF Proven O Operating Costs ($/BOE) $ 3.78 = $ 5575 me 6.39 N/A 
(bbls 
G & A costs ($/BOE) $ 1.88 §$ a8 3.79 N/A 
Land Holdings (acres) 
Present Worth of ‘ Gross 55,345 58,192 60,452 
SS ee Net 18,251 19,957 23,925 
($ thousand) 
3,700 
Present Worth Value ($,000) 
Proven Reserves @ 15% DCF $ 3,685 $ ey $ 1,076 
Land Values ($,000) $ 716 $ 924 $ 976 
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REPORT TO 
SHAREHOLDERS 


Nineteen ninety-four was a significant year for 
Trego Energy Inc. The Company has achieved its 
first level of growth. It now has sufficient 
discretionary cash flow and is no longer totally 
reliant on the equity market for capital to continue 


expanding. Highlights from 1994 include: 


¢ daily production increased 298 percent from 48 
BOE/D to exit 1994 at 140 BOE/D; 


¢ proven oil reserves increased by 112 percent to 
289,500 bbls; 


¢ the 15 percent discounted present worth value of 
proven reserves increased by 144 percent to 
$3,685,000; 


* 97 percent of proven reserves are now producing; 
¢ cash flow for the month of December 1994 was 
$59,137 which translates to $.11/share on an 


annualized basis for 1995; 


° the growth in 1994 was achieved at a net finding 
cost of $3.04/bbl; 


* consolidated interests in core properties through 


property acquisition. 


FINANCIAL HIGHLIGHTS 


The improved reserves and daily production is not 
reflected in the financial results ending December 
31, 1994. Revenue for the year was $300,555, 
compared to $298,462 in 1993. This generated cash 
flow of $104,248, compared to $138,790 in 1993 
and a net loss of $48,792, up from $21,303 the 
previous year. When the individual quarters of 1994 
are analyzed, it is noted that over 70 percent of the 
annual cash flow was generated in the last quarter 


of the reporting year, which bodes well for 1995. 


Net capital expenditures for 1994 were $469,160, 
down from the previous year’s $1,421,306. These 
capital expenditures were financed by the issue of 
$399,000 of flow-through shares at $.40/share, 
funds received from the sale of speculative leases in 
the amount of $216,446 and internally generated 
cash flow. At December 31, 1994, Trego had 
6,377,238 shares issued and outstanding. 


OPERATIONAL HIGHLIGHTS 


During 1994, Trego increased its proven oil 
reserves by 112 percent to 289,500 bbls and proven 
gas reserves by 7 percent to 320,000 Mcf. The 


Company’s discounted present worth value of its 


reserves increased 144 percent to $3,685,000. This 
increase in reserves was accomplished at a net 


finding cost of $3.04/bbl. 


The majority of the reserve increase was obtained 
in the Cantal/Alida area of Southeast 
Saskatchewan, which is a core area for the 
Company. This area offers excellent economics, 
primarily due to two factors. The gravity of the 
produced oil is 39° which receives premium price 
and is produced from shallow depths with year 
round access resulting in reasonable drilling rates. 
In addition, Trego now has all the infrastructure in 


place to provide for lower operating costs in 1995. 


OUTLOOK 


The Company exited 1994 producing 140 BOPD, 
up from the yearly average of 48 BOPD. At this 
production rate, and with oil prices in the $20/bb] 
(Cdn) range, Trego has budgeted cash flow for 1995 
of $580,000 ($.09/share). This is sufficient 
discretionary cash flow for Trego to continue its 
development at Cantal/Alida and drill several of its 


lower risk prospects. 
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For 1995, the Company has budgeted capital 
expenditures of $1.468 million, including $468,000 
for drilling and development and $1,000,000 for a 
production purchase. The drilling budget will be 
financed from cash flow, while the production 
purchase will be financed from existing lines of 


credit. 


Although not incorporated in our 1995 budget, if 
one was to assume a 50 percent success rate for our 
drilling program and a production purchase was 
completed as planned, Trego could exit 1995 at 310 
BOPD with a yearly average of 220 BOPD. If 
management achieves this goal, it would increase 
1995 cash flow to $1,057,000 or $.17/share. 


Since Trego’s inception, management has built a 
foundation of sound technical prospects on 
Company-owned lands, and has complemented this 
with an inventory of exploratory speculative leases. 
This strategy is now beginning to pay off by 
increasing reserves and subsequently cash flow, 
with limited capital investment. The first quarter of 
1995 reflects this increase in cash flow, which at 
$129,000 ($.02/share) is already greater than all of 
1994. Meanwhile, first quarter net earnings are 
$36,637 ($.01/share). 


In order to realize savings, as well as to better 
demonstrate the Company’s operational status and 
to provide shareholders with more up to date 
information, the first quarter results have been 


included in this annual report. 


I wish to thank the Board of Directors for their 
support of the Company’s Business Plan, and the 
Shareholders for their patience. I’m convinced they 


will be well rewarded. 


On Behalf of the Board of Directors, 


Ph. 


Hugh D. Borgland 
President 
May 3, 1995 
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EXPLORATION 
AND LAND 


Trego’s exploration strategy continues to have 
three basic components. First, Trego maintains a 
sizeable speculative land inventory which is spread 
throughout Alberta and is well located to receive 
drilling exposure from the industry and/or possible 
sale. Second, Trego develops internally generated 
prospects on Company owned lands which are then 
farmed out to industry partners. Third, Trego 
restricts its planned expenditures to Southeast 
Alberta and Southeast Saskatchewan. The 
Company’s lands were independently assigned the 


following values at January 1, 1995: 


Acres Average Appraised 
Gross Net Interest Value 
Alberta 
50,720 15,858 31.3% $497,710 
Saskatchewan 
4,625 2393 51.7% __ 218,320 
Total 
(oil & gas) 
55,345 18,251 32.9% $716,030 
Ammonite 
Leases 
3,689 1,844 50.0% $211,977 
Grand Total 
59,034 20,095 34.0% $928,007 
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a 

Howard 

Gilwood 

Sturgeon ® all Snipe Lake 
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e ‘ort Saskatchewan 
Edmonton® ~ bite 
Vermilion 
Wood River 
Ferrier # a 
Stettler 
Rich/Rumsey 7 Farrel Esther/ 
Youngstown ® poles 
Calgary _ Stanmore * "HSedalia 
Cessford mm S\ ™ Ameson 
Okotoks yy Long Coulee Helmsdale 
Barons aall Alderson 
= F 
Granum 
Etikom all 


Saskatchewan 
Saskatoon 
e 
Regina 
© Nottingham 
Wordsworth cn \ 
Weyburn ‘Bi ™N aN 


Steelman » "Sa" 


SASKATCHEWAN PROPERTIES 


Cantal/Alida Area 


Trego owns interests varying from 30.125 percent 
to 100 percent in 1,280 acres including 7 producing 
oil wells and a battery with a salt water disposal 
facility. In 1994, all wells were electrified and 5 
wells were tied into the battery by pipeline to 
reduce operating costs. In addition, a 3-D seismic 
program has been acquired to complement the 
existing 16.5 miles of 2-D data. With the 


infrastructure now in place and the additional 


Cantal/Alida Area 


Trego Lands 
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technical data, Trego plans to drill at least 1 
horizontal well and 1 vertical well in 1995. Trego 
will have a minimum 30.125 percent and maximum 
of 50 percent in the planned activity. As operator, 
Trego is currently producing 200 BOPD trom this 
property (130 BOPD net to Trego) and anticipated 
production could increase to 400 BOPD (260 
BOPD net to Trego) by the end of 1995, 


Steelman Area 


Trego owns a 63 percent interest in 1,120 acres on 
this multi-zone, light oil prospect. A well located 
in 1-18-4-4-W2M is planned for May, 1995 and is 
a twin to a well drilled and abandoned in 1956. 
Based on internal mapping and an independent 
interpretation of the well logs from the old well, at 
least 20 feet of oil pay is expected in the Frobisher 
zone. Based on 80-acre spacing, reserves of 320,000 
barrels of oil are expected for this planned well. If 
the initial well is successful, an additional 3 
development wells are possible with expected pool 
reserves of 1.3 million barrels. Trego plans to 
participate for 33 percent of the costs of the initial 


well for a 41.57 percent of the revenue interest. 


Trego Lands 


Steelman Area 


ALBERTA PROPERTIES 


Alderson Area 


In 1994, Trego participated in the drilling of one 
well, resulting in a dry hole and also shot two 3-D 
seismic programs. In February, 1995, Trego 
operated the drilling of a further well which also 
resulted in a dry hole. Although seismic data offers 
very encouraging potential for this large block, the 
partners have agreed to either sell or farmout the 
30.25 interest section block to a third party. 
Although a three well commitment has been 
received, the offer has been rejected at this time. 


Further offers are anticipated in May, 1995. 


RRM Ms LT 
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Gilwood/Snipe Lake Area 


In 1994, Trego farmed out its interest in these two 
blocks for a one well commitment with further 
options and a 25 mile seismic program. The initial 
well on the Gilwood block resulted in a gas well. 


Trego has a 37.5 percent interest in a 15 percent 


Gilwood/Snipe Lake Area 


Trego Lands 


overriding royalty, which converts to an 18.75 
percent interest at payout. The first of the option 
wells must be committed by May, 1995 and will be 
located on the Snipe Lake block. 


Fenn West Area 


It was reported that Trego had farmed out this high 
potential pinnacle reef Prospect to a major 
company under terms of a 3D seismic option. 
When the company went to shoot the 3-D 
program, it could not obtain permission from an 
offset waste disposal operation to enter onto their 
land and conduct the program. In view of the 
potential environmental liability from the waste 
disposal facility, the major company has asked 
Trego to be relieved of their commitment to shoot 
the program. In view of their efforts, Trego has 


agreed and is currently reviewing its options. 


Sedalia Area 


This prospect was evaluated, free of cost to Trego, 
in 1994. A well was drilled and tested gas at 
commercial rates, but was abandoned because 
bottomhole pressures indicated that the reserves 


had been depleted by offset production. 


RESERVE DISCUSSION 


For 1994, only proven reserves were evaluated by 
Sproule & Associates in a report dated January 1, 
1995. Based on this report, Trego recorded a 112 
percent increase in oil reserves, a 7 percent increase 
in gas reserves and a 144 percent increase in the 15 
percent discounted value of proven reserves over 
1993 which was also evaluated by Sproule & 
Associates. The Cantal/Alida area accounts for 95.1 
percent of the total value of the Company’s proven 
reserves. Based on actual production for 1994, the 
Company has an oil reserve life of 17.7 years, up 
from 11.3 in 1993. 


RESERVE SUMMARY 


Net Reserves 


1994 
Gas Oil 
MMCF MSTB 


Reserve Classification 


Proven Producing 160 289.5 
Proven Non-Producing 160 = 
Total 320 289.5 


Present Value of Reserve 


Discount Factor (%) 10% 15% 20% 
Proven Producing $4,230 $3,578 $3,124 
Proven Non-Producing 127 107 90 
Total $4,357 __$3,685__ $3,214 


MANAGEMENT’S DISCUSSION 
AND ANALYSIS 
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The financial results for 1994 do not totally reflect 
the gains that were made in 1994, in particular the 
last quarter of 1994. This improved base is reflected 
in the first quarter of 1995 which is included in this 
report, and further gains should be seen throughout 
1995. 


REVENUE 


Trego’s revenue, net of royalties, for 1994 was 
$300,555, up marginally from 1993. Additional 
revenue streams in the amount of $34,964 for oil 
treating and salt water disposal fees have been 
netted against operating costs. Overhead revenue in 
the amount of $37,170 has been netted against 
administration expenses. In addition, the Company 
generated $216,446 from the sale of speculative 
leases. This additional source of funds was applied 
to our capital asset pool to offset future depletion 
charges and reduce the Company’s overall finding 


costs. 


ADMINISTRATION EXPENSES 


Administration expenses for 1994 were $95,377 
($5.43/bbl), which is net of the $37,170 received as 
operating overhead and compares to $59,447 
($3.93/bbl) in 1993. This increase in expenses was 
due to a one-time accounting charge of $10,477 and 


the fact that revenue from overhead charges were 


down because our operated capital expenditures 
were less in 1994. Since the Company’s overhead is 
relatively fixed, most of the increases in production 
will positively affect cash flow and earnings as 


reflected in the first quarter 1995 results. 


OPERATING EXPENSES 


Operating expenses for 1994 were $100,930 
($5.75/bbl), net of $34,964 received as processing 
and disposal fees from the Company’s 100 percent- 
owned oil battery. The net operating costs were 
virtually unchanged from 1993, although they 
dropped from $6.39/bbl in 1993 to $5.75/bbl on a 
per barrel basis. Operating costs per barrel should 
decline significantly in 1995 when the Company 
receives processing and disposal fees for the entire 
year and the Company’s overall production rate 
will be higher. This is confirmed by the first 


quarter reflecting operating costs of $3.78 /bbl. 


DEPRECIATION AND DEPLETION 


Depreciation and Depletion in 1994 is down to 
$124,780 ($7.11/bbl) compared to $136,518 
($8.70/bbl) in 1993. The reduced depletion rate is 
primarily a reflection of a better proven reserve 
base for the Company and finding the additional 
reserves at $3.04/bbl. 


CAPITAL EXPENDITURES 


Total capital expenditures for 1994 were $685,606 
compared to $1,444,434 in 1993. After deducting 
$216,446 from the sale of speculative leases, the net 
addition before depletion and depreciation was 
$469,160, down from a net addition in 1993 of 
$1,421,306. The net 1994 capital expenditures 
added 154,500 proven barrels of oil at a cost of 
$3.04/bbl. The net capital expenditures were 
funded by an issue of $399,000 ($222,080 after tax 
effect) of flow through shares and the balance from 


cash flow. 


BANK DEBT 


At December 31, 1994, Trego did not have bank 
debt. However, the Company did have a working 
capital deficiency of $585,863. Trego has an existing 
$1,000,000 line of credit with its bank to cover 
short term working capital requirements and 
normally runs a working capital deficiency to 


reduce borrowing costs. 


Anticipated cash flow in 1995 is $580,000. Together 
with available bank lines, Trego will meet its 1995 
capital budget of $468,000 for drilling and 
development and $1,000,000 for an acquisition of 
proven property. The Company’s bank debt will 


not exceed two years of cash flow. 


SHAREHOLDERS’ EQUITY 


At December 31, 1994, the Company had 6,377,238 
shares issued with a book value of $1,845,557. Ata 
current market price of $.25/share, the market 
capitalization of the Company is $1,594,312 and 
the net asset value is $4,032,000 or $.63/share, 
based on independent evaluations of the 


Company’s assets at January 1, 1995. 


NET ASSET VALUE PER SHARE 


$M 

Proven Reserves discounted @ 15% $ 3,690 

Land Value 928 

Less: Longterm debt 586 

Net Asset Value $ 4,032 
Net Asset Value/share 

@ 6,377,238 shares $63 


AUDITORS’ REPORT TO THE SHAREHOLDERS 
OF TREGO ENERGY INC. 


We have audited the balance sheets Trego Energy Inc. as at December 31, 1994 and 1993 and the statements 
of operations and deficit and changes in financial position for the years then ended. These financial 
statements are the responsibility of the Company’s management. Our responsibility is to express an opinion 


on these financial statements based on our audits. 


We conducted our audits in accordance with generally accepted auditing standards. Those standards require 
that we plan and perform an audit to obtain reasonable assurance whether the financial statements are free of 
material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements. An audit also includes assessing the accounting principles used and 


significant estimates made by management, as well as evaluating the overall financial statement presentation. 


In our opinion, these financial statements present fairly, in all material respects, the financial position of the 
Company as at December 31, 1994 and 1993 and the results of its operations and changes in its financial 


position for the years then ended in accordance with generally accepted accounting principles. 


Carts, avtv 


Chartered Accountants 
Calgary, Alberta 
March 21, 1995 
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BALANCE SHEET 


Three months ended March 31 


December 31 (unaudited) 
1994 1993 1995 1994 
Assets 
Current assets: 
Cash $ 103,864 Sia 95) $ 20,491 $ = 
Accounts receivable 213,942 92,360 197,608 89,379 
317,806 149,655 218,099 89,379 
Capital assets (Note 2) 2,481,986 2,128,706 2,735,763 1,979,289 
$ 2,799,792 $ 2,278,361 $ 2,953,862 $ 2,018,668 
Liabilities and Shareholders’ Equity 
Current liabilities: 
Cheques issued in excess of bank balance $ - $ = $ = $37,300 
Accounts payable 903,669 552,986 711,145 101,200 
Current portion of bank debt - - 96,000 - 
903,669 552,986 807,145 138,500 
Reclamation costs 22,306 13,406 22,306 13,406 
Deferred income taxes 28,260 = 58,227 = 
Bank debt (Note 3) - 35,000 184,000 210,000 
Shareholders’ equity: 
Share capital (Note 5) 1,915,652 1,698,272 1,915,652 1,698,272 
Deficit (70,095) (21,303) (33,467) (41,510) 
1,845,557 1,676,969 1,882,184 1,656,762 
$ 2,799,792 $ 2,278,361 $ 2,953,862 $ 2,018,668 
Approved by the board: 


Director Te. Director 


The accompanying notes are an integral part of these financial statements. 
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STATEMENT OF 
OPERATIONS AND DEFICIT 


For the Year Ended Three months ended March 31 
December 31 (unaudited) 
1994 1993 1995 1994 
Revenue 
Oil and gas, net of royalties $ 299,934 $ 296,985 $ 182,539 $ 45,440 
Other 621 1,477 148 12 
300,555 298,462 182,687 45,452 
Expenses 
Administration 95,377 59,447 17,879 26,322 
Depletion and depreciation 124,780 136,518 62,258 23,846 
Operating 100,930 100,225 35,956 15,491 
321,087 296,190 116,093 65,659 
Income (loss) before provision for income taxes (20,532) 2,272 66,594 (20,207) 
Provision for income taxes - deferred (Note 4) 28,260 DBD 29,967 - 
Earnings (loss) for the period (48,792) (21,303) 36,627 (20,207) 
Deficit at beginning of period (215303) a = (70,094) (21,303) 
Deficit at end of period $ (70,095) _———_—«$ _(21,303) $ (33,467) $ (41,510) 
Earnings (loss) per share $ (0,010) $ 0.005 $ 0.01 $ 0.00) 


The accompanying notes are an integral part of these financial statements. 
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STATEMENT OF CHANGES 
IN FINANCIAL POSITION 


Operations: 
Income (loss) for the period 
Add: Items not requiring a 
current outlay of cash - 
Deferred income taxes 
Depletion and depreciation 
Funds provided by operations 


Decrease (increase) in non-cash working capital 


Cash provided by (used in) operations 


Investing 
Investment in capital assets 
Purchase of capital assets in exchange 
for common shares 
Proceeds on disposal of capital assets 


Cash provided by (used in) investing 


Financing 
Proceeds from (repayment of) bank debt 
Proceeds on issuance of common shares 
Issuance of common shares in exchange 

for capital assets 

Share issue costs 

Cash provided by financing 

Increase (decrease) in cash 

Cash, beginning of period 

Cash (deficiency), end of period 


The accompanying notes are an integral part of these financial statements. 
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For the Year Ended Three months ended March 31 
December 31 (unaudited) 
1994 1993 1995 1994 
$ (48,792) $ (21,303) $ 36,627 $ (20,207) 
28,260 23575 29,967 — 
124,780 136,518 62,258 23,846 
104,248 138,790 128,852 3,639 
229,101 220,889 176,190 (398,805) 
333,349 359,679 (47,338) (395,166) 
(685,606) (1,288,434) (316,035) (74,401) 
Z (156,000) : : 
216,446 23,128 = IN 
(469,160) _ (1,421,306) (316,035) 125,571 
(35,000) 35,000 280,000 175,000 
222,080 682,260 - ~ 
- 156,000 - - 
(4,700) (46,495) ‘ ks 
182,380 826,765 280,000 175,000 
46,569 (234,862) (83,373) (94,595) 
57,295 292,157 103,864 57,295 
$ 103,864 $57,295 $ 20,491 SmlG74300) 


NOTES TO 
FINANCIAL STATEMENTS 


December 31, 1994 
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1. Summary of significant accounting policies: 


Exploration and development costs- 


The Company follows the full cost method of accounting for exploration and development expenditures 
whereby all costs directly related to the exploration for and development of petroleum and natural gas 
reserves are capitalized. All expenditures accumulated are depleted using the composite unit of production 
method based on estimated proven reserves as determined by independent petroleum engineers. Gas 
volumes are converted to equivalent oil volumes based upon the relative energy content of ten thousand 
cubic feet of gas to one barrel of oil. No gains or losses are recognized upon the disposition of petroleum 
and natural gas properties unless such treatment alters the depletion rate by more than 20%. 


Oil and gas properties are subject to a ceiling test under which their carrying value, net of deferred 
income taxes and accumulated provision for site reclamation and abandonment costs, is limited to the 
undiscounted future net revenue from production of estimated proven oil and gas reserves, based on year 
end prices (Oil - $21.48/Bbl; Gas - $1.54/MCF), plus the unimpaired costs of non-producing properties 
less estimated future administration, financing, site reclamation and abandonment costs and income taxes. 


Site reclamation costs - 


Site reclamation costs are accrued based on estimates made by management and are charged against 
earnings as depletion expense. 


Flow through shares - 


The resource expenditure deductions for income tax purposes related to exploratory and development 
activities funded by flow through share arrangements are renounced to investors in accordance with tax 
legislation. Petroleum and natural gas properties and share capital are reduced by the estimated cost of the 
renounced tax deductions when the expenditures are incurred. 


Joint venture accounting - 


A substantial part of the Company’s operations are carried out through joint ventures. The financial 
statements reflect only the Company’s proportionate interest in such activities. 


TREGI 
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2. Capital assets: 


1994 1993 
Petroleum and natural gas assets $ 2,688,567 $ 2,228,007 
Furniture and fixtures 22,110 13,510 
Other property 10,301 10,301 
2,720,978 2,251,818 
Accumulated depletion and depreciation (238,992) (123,112) 
Net book value $ 2,481,986 $ 2,128,706 


3. Bank debt: 


The bank debt bears interest at prime plus 1.25% and is secured by a General Security Agreement 


covering all present and acquired property and a fixed and floating charge debenture of $1,000,000 on the 


Company’s assets including interests in certain petroleum and natural gas properties. The maximum 


amount of debt available is currently $1,000,000. 


4, Income taxes: 


The income tax provision on the income statement differs from the expected income tax provision as 


follows: 
1994 1993 
Expected income taxes $ (9,104) $ 1,007 
Add (deduct) effects of: 
Non deductible crown royalties PASI 6,486 
Non deductible depletion and depreciation 18,562 21,768 
Resource allowance (2,733) (5,686) 
Other (416) - 
Actual income taxes $ 28,260 $ 23,575 


5. Share capital: 


Authorized share capital consists of an unlimited number of common and preferred shares. The following 
summarizes the movement in the common share account during the year: 


Number of shares 


1994 1993 

Opening balance # 5,379,738 # 3,801,516 
Issued for cash 997,500 1,422,222 
Issued for petroleum and natural gas properties - 156,000 
# 6,377,238 # 5,379,738 

Amount 

1994 1993 

Opening balance $ 1,698,272 $ 882,932 
Issued for cash 222,080 682,260 
Issued for petroleum and natural gas properties - 156,000 
Share issue costs (4,700) (46,495) 
Recovery of tax benefits on share issue costs - 23,575 


$ 1,915,652 $ 1,698,272 


As at December 31, 1994, there were 576,000 common shares held in escrow (1993 - 768,000). Stock 
options have been granted to directors and consultants as follows: 


Expiry Date Number Price 
December 31,1996 # 190,000 $ 0.35 
June 30, 1998 # 260,000 $ 1.00 
September 15, 1999 # 170,000 $ 0.40 
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Murray J. Berg Burstall Ward 
President, Signal Energy Ltd. Calgary, Alberta 
Auditor 


Hugh D. Borgland 


President, Trego Energy Inc Garrett Power, Chartered Accountants 
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Calgary, Alberta 
Kenneth D. Cairn Bank 


President, Dulan Resources Ltd. Seth poo ne 


Calgary, Alberta 
David B. Isley 


President, Rosebud Development Corp. Transfer Agent 
Montreal Trust 

R. David Kimmitt Calgary, Alberta 

Partner, Kimmitt Schmidt, 


Chartered Accountants Listing Information 


Alberta Stock Exchange 
Stanley M. Prenioslo Symbol: “TEI” 
Secretary, Trego Energy Inc. Outstanding Shares: 6,377,238 
Officers and Key Personnel Head Office 
Hugh D. Borgland 300, 808 - 4th Avenue SW., 
President Calgary, Alberta T2P 3E8 
Telephone: (403) 266-8090 
Stanley M. Prenioslo Facsimile: (403) 266-8094 


Vice President 
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